As Introduced

127th General Assembly
Regular Session H. B. No. 632
2007-2008

Representative McGregor, J.

A BILL

To amend sections 303.213, 519.213, 713.081, 1506. 11,
4906. 13, 4906. 20, 4906.98, 5751.01, and 5751.20 of
t he Revised Code and to enact sections 1506. 111,
1506. 112, and 4906. 21 of the Revised Code to
require the Director of Natural Resources to
establish a plan to make avail able for | ease areas
of the bed of Lake Erie for the purpose of w nd
ener gy devel opnent and to require Lake Erie w nd

farns to be certified by the Power Siting Board.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF OHIO:

Section 1. That sections 303.213, 519.213, 713.081, 1506.11,
4906. 13, 4906. 20, 4906.98, 5751.01, and 5751.20 be anended and
sections 1506. 111, 1506.112, and 4906.21 of the Revi sed Code be

enacted to read as fol |l ows:

Sec. 303.213. (A) As used in this section, "small wind farnt
means wi nd turbines and associated facilities that are
i nterconnected with a nmedi um vol tage power collection system and
comruni cati ons network and are designed for, or capable of,

operation at an aggregate capacity of less than five negawatts.

(B) Notwi thstanding division (A) of section 303.211 of the
Revi sed Code, sections 303.01 to 303.25 of the Revi sed Code confer
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power on a board of county conmm ssioners or board of zoning
appeal s to adopt zoning regul ati ons governing the |ocation
erection, construction, reconstruction, change, alteration

mai nt enance, renoval, use, or enlargenment of any small wind farm
whet her publicly or privately owed, or the use of |land for that
pur pose, which regul ations my be nore strict than the regul ations
prescribed in rul es adopted under division &2}(B) of section
490620 4906. 21 of the Revi sed Code.

(C The designation under this section of a small wind farm
as a public utility for purposes of sections 303.01 to 303. 25 of
the Revised Code shall not affect the classification of a smal

wind farmfor purposes of state or |ocal taxation

(D) Nothing in division (C) of this section shall be
construed as affecting the classification of a tel ecommuni cati ons
tower as defined in division (B) or (E) of section 303.211 of the
Revi sed Code or any other public utility for purposes of state and

| ocal taxation

Sec. 519.213. (A As used in this section, "small wind farnt
means wi nd turbines and associated facilities with a single
i nterconnection to the electrical grid and designed for, or
capabl e of, operation at an aggregate capacity of less than five

megawatt s.

(B) Notwi thstanding division (A) of section 519.211 of the
Revi sed Code, sections 519.02 to 519.25 of the Revised Code confer
power on a board of township trustees or board of zoning appeal s
with respect to the location, erection, construction,
reconstruction, change, alteration, naintenance, renoval, use, or
enl argenment of any small wind farm whether publicly or privately
owned, or the use of land for that purpose, which regul ati ons may
be nore strict than the regul ations prescribed in rul es adopted
under division (B){2 of section 490620 4906.21 of the Revised
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Code.

(C The designation under this section of a small wind farm
as a public utility for purposes of sections 519.02 to 519. 25 of
t he Revised Code shall not affect the classification of a snal
wind farmor any other public utility for purposes of state or

| ocal taxation

(D) Nothing in division (C of this section shall be
construed as affecting the classification of a tel econmunications
tower as defined in division (B) or (E) of section 519.211 of the
Revi sed Code or any other public utility for purposes of state and

| ocal taxation

Sec. 713.081. (A) As used in this section, "small wind farnt
means wi nd turbines and associated facilities with a single
interconnection to the electrical grid and designed for, or
capabl e of, operation at an aggregate capacity of |ess than five

megawatt s.

(B) Sections 713.06 to 713.15 of the Revised Code confer
power on the |l egislative authority of a nunicipal corporation with
respect to the location, erection, construction, reconstruction,
change, alteration, maintenance, renoval, use, or enlargenent of
any small wind farmas a public utility, whether publicly or
privately owned, or the use of land for that purpose, which
regul ati ons may be nore strict than the regulations prescribed in
rul es adopted under division (B){2) of section 490620 4906.21 of
t he Revi sed Code.

(C) The designation under this section of a small wind farm
as a public utility for purposes of sections 713.06 to 713. 15 of
t he Revised Code shall not affect the classification of a snal
wind farmor any other public utility for purposes of state or

| ocal taxation
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Sec. 1506.11. (A) "Territory," as used in this section, neans
the waters and the |l ands presently underlying the waters of Lake
Erie and the lands formerly underlying the waters of Lake Erie and
now artificially filled, between the natural shoreline and the

i nternational boundary |ine wth Canada.

(B) Wienever the state, acting through the director of
nat ural resources, upon application of any person who wants to
devel op or inprove part of the territory, and after notice that
the director, at the director's discretion, nmay give as provided
in this section, determines that any part of the territory can be
devel oped and inproved or the waters thereof used as specified in
the application w thout inpairnent of the public right of
navi gati on, water commerce, and fishery, a lease of all or any
part of the state's interest therein may be entered into with the
applicant, or a pernmit may be issued for that purpose, subject to
the powers of the United States governnent and in accordance with
rul es adopted by the director in accordance with Chapter 119. of
the Revised Code, and without prejudice to the littoral rights of
any owner of land fronting on Lake Erie, provided that the
| egi sl ative authority of the nunicipal corporation wthin which
any such part of the territory is located, if the municipa
corporation is not within the jurisdiction of a port authority, or
the county conmi ssioners of the county within which such part of
the territory is located, excluding any territory within a
muni ci pal corporation or under the jurisdiction of a port
authority, or the board of directors of a port authority wth
respect to such part of the territory included in the jurisdiction
of the port authority, has enacted an ordi nance or resol ution
finding and determ ning that such part of the territory, described
by nmetes and bounds or by an alternate description referenced to
the applicant's upland property description that is considered

adequate by the director, is not necessary or required for the
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construction, maintenance, or operation by the nunici pal
corporation, county, or port authority of breakwaters, piers,
docks, wharves, bul kheads, connecting ways, water ternina
facilities, and inprovenents and margi nal highways in aid of

navi gati on and water conmerce and that the |and uses specified in
the application conply with regul ation of perm ssible |Iand use

under a waterfront plan of the local authority.

(O Upon the filing of the application with the director, the
director may hold a public hearing thereon and may cause witten
notice of the filing to be given to any nunici pal corporation
county, or port authority, as the case may be, in which such part
of the territory is |located and al so shall cause public notice of
the filing to be given by advertisenent in a newspaper of genera
circulation within the locality where such part of the territory
is located. If a hearing is to be held, public notice of the
filing nmay be conbi ned with public notice of the hearing and shall
be given once a week for four consecutive weeks prior to the date
of the initial hearing. Al hearings shall be before the director
and shall be open to the public, and a record shall be made of the
proceeding. Parties thereto are entitled to be heard and to be
represented by counsel. The findings and order of the director
shall be in witing. Al costs of the hearings, including
publication costs, shall be paid by the applicant. The director

al so may hold public neetings on the filing of an application

If the director finds that a | ease nmay properly be entered
into with the applicant or a pernit nay properly be issued to the
applicant, the director shall determ ne the consideration to be
paid by the applicant, which consideration shall exclude the val ue
of the littoral rights of the owner of land fronting on Lake Erie
and i nprovenents nmade or paid for by the owner of land fronting on
Lake Erie or that owner's predecessors in title. The | ease or

permit may be for such periods of tine as the director deternines.
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The rentals received under the terms of such a | ease or pernit
shall be paid into the state treasury to the credit of the Lake
Eri e subnerged | ands fund, which is hereby created, and shall be

distributed fromthat fund as fol |l ows:

(1) Fifty per cent of each rental shall be paid to the
department of natural resources for the admnistration of this
section and section 1506. 10 of the Revised Code and for the
coastal nmanagenent assistance grant programrequired to be
est abl i shed under division (C of section 1506.02 of the Revised
Code;

(2) Fifty per cent of each rental shall be paid to the
muni ci pal corporation, county, or port authority making the

finding provided for in this section.

All | eases and permts shall be executed in the nmanner

provi ded by section 5504-0% 5301.01 of the Revised Code and shal
contain, in addition to the provisions required in this section, a
reservation to the state of all mneral rights and a provision
that the renoval of any ninerals shall be conducted in such manner
as not to danage any inprovenents placed by the littoral owner

| essee, or permt holder on the ands. No | ease or permt of the

| ands defined in this section shall express or inply any control

of fisheries or aquatic wildlife now vested in the division of

wildlife of the departnent.

(D) Upl and owners who, prior to October 13, 1955, have
erected, devel oped, or nmintained structures, facilities,
bui I di ngs, or inprovenments or nmade use of waters in the part of
the territory in front of those uplands shall be granted a | ease
or permt by the state upon the presentation of a certification by
the chief executive of a nunicipal corporation, resolution of the
board of county commi ssioners, or resolution of the board of
directors of the port authority establishing that the structures,

facilities, buildings, inprovenents, or uses do not constitute an
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unl awf ul encroachnent on navi gati on and water comerce. The | ease
or permt shall specifically enunerate the structures, facilities,

bui |l di ngs, inprovenents, or uses so included.

(E) Persons having secured a | ease or permt under this
section are entitled to just conpensation for the taking, whether
for navigation, water commerce, or otherw se, by any governnenta
authority having the power of em nent domain, of structures,
facilities, buildings, inprovenents, or uses erected or placed
upon the territory pursuant to the lease or pernit or the littora
rights of the person and for the taking of the | easehold and the
littoral rights of the person pursuant to the procedure provi ded
in Chapter 163. of the Revised Code. The conpensation shall not
i nclude any conpensation for the site in the territory except to
the extent of any interest in the site theretofore acquired by the
person under this section or by prior acts of the general assenbly
or grants fromthe United States government. The failure of any
person to apply for or obtain a | ease or permt under this section
does not prejudice any right the person nmay have to conpensation
for a taking of littoral rights or of inprovenents nade in

accordance with a lease, a permt, or littoral rights.

(F) If any taxes or assessnents are |evied or assessed upon
property that is the subject of a |ease or permt under this
section, the taxes or assessnents are the obligation of the | essee

or pernit hol der.

(G If alease or pernit secured under this section requires
the I essee or permt holder to obtain the approval of the
department or any of its divisions for any changes in structures,
facilities, or buildings, for any inprovenents, or for any changes
or expansion in uses, no |l essee or permt holder shall change any
structures, facilities, or buildings, nmake any inprovenents, or
expand or change any uses unless the director first deternines

that the proposed action will not adversely affect any current or
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prospective exercise of the public right of recreation in the
territory and in the state's reversionary interest in any

territory leased or permtted under this section

Proposed changes or inprovenents shall be deened to
"adversely affect” the public right of recreation if the changes
or inprovenents cause or will cause any significant denonstrable
negative inpact upon any present or prospective recreational use
of the territory by the public during the termof the | ease or
permit or any renewals and of any public recreational use of the
| eased or pernmitted prenmises in which the state has a reversionary

i nt erest .

(H This section does not apply to | eases entered into under
section 1506.111 of the Revi sed Code.

Sec. 1506.111. (A) The director of natural resources shal

nake available for |leasing in accordance with rul es adopted under

division (B) of this section the bed of Lake Erie for purposes of

wi nd _enerqy devel opnent.

(B) For purposes of leasing the bed of lLake FErie for w nd

ener gy devel opnent, the director shall adopt rules in accordance
with Chapter 119. of the Revised Code that do all of the

foll ow ng:

(1) Establish a nap designating the areas of the bed of lLake

Erie that may be | eased for wind energy devel opnent. The rul es

shall ensure that the areas that nay be | eased are concentrated in

the central and eastern portion of Lake Erie, avoid devel opnent in

nearshore areas, avoid sea | anes., and avoid areas of lake FErie

where nmioratory birds are concentrated.

(2) Provide that | eases granted for wi nd energy devel opnent

under this section include the requirement that each desi gnated

area of Lake Erie subject to a | ease shall have access to and
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shall all ow other |easeholders access to a connection to the

electrical grid directly or through an easenent or other sim|lar

| egal interest.

(3) Determne mninmum standards for the technol ogy used to

construct wind farnse on and transnmt electricity fromthe areas of

Lake Erie | eased for that purpose;

(4) Provide for a study of the environnental inpact of w nd

ener gy devel opnent on the areas of Lake Erie eliqgible for |eases

under this section that neets the requirenents for certification

pursuant to section 4906.21 of the Revi sed Code;

(5) Establish application procedures for and requirenents

governing a | ease of the bed of lLake FErie;

(6) Establish the consideration to be paid by a | essee, which

shall be at a nom nal rate;

(7) Require that a | essee pay any taxes or assessnents |evied

or assessed on the property that is the subject of the |ease;

(8) Require that a | ease be executed in the nmanner provided
by section 5301.01 of the Revised Code:

(9) Establish any other requirenents that the director

deternmi nes are necessary to inplement or administer this section.

(C) The rentals received under the terns of a | ease entered

into under this section shall be paid into the state treasury to

the credit of the Lake Erie wind devel opnent fund created in
section 1506.112 of the Revi sed Code.

Sec. 1506.112. The Lake Erie wi nd devel opnent fund is hereby

created in the state treasury. The fund shall consist of the

proceeds of all |ease paynents nmade to the departnent of natura

resources under section 1506.111 of the Revised Code. The

departnent shall use the fund to pay for the adm nistration of

section 1506.111 of the Revised Code and may use the fund, to the
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extent noney is available in the fund, to pay for the capital and

operating costs of the departnent. Al investnent earnings of the

fund shall be credited to the fund.

Sec. 4906.13. (A) As used in this section and sections
4906. 20,_4906. 21, and 4906. 98 of the Revi sed Code——ecenem-ecalty.

(1) "Econom cally significant wnd farm nmeans w nd turbines

and associated facilities with a single interconnection to the
el ectrical grid and designed for, or capable of, operation at an
aggregate capacity of five or nore negawatts but less than fifty
nmegawatts. The term excludes any such wind farmin operation on
the—effeective—date—of—this—seetion June 24, 2008 and Lake Erie

wind farns.

(2) "Lake Erie wind farnt neans wi nd turbines and associ at ed

facilities with a single interconnection to the electrical grid

operated using the bed of Lake Erie pursuant to a | ease authorized

under section 1506.111 of the Revi sed Code.

(B) No public agency or political subdivision of this state
may require any approval, consent, pernit, certificate, or other
condition for the construction or initial operation of a mgjor
utility facility er_ economcally significant wind farm_or Lake
Erie wind farmauthorized by a certificate issued pursuant to

Chapt er 4906. of the Revised Code. Nothing herein shall prevent

the application of state laws for the protection of enployees
engaged in the construction of such facility or wind farm farns
nor of rmunicipal regulations that do not pertain to the | ocation
or design of, or pollution control and abatenent standards for, a

major utility facility or eeenremeally—sigrifieant wind farmfor

which a certificate has been granted under this chapter

Sec. 4906.20. (A) No person shall conmence to construct an

econom cally significant wind farmin this state or a Lake Erie
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wind farmw thout first having—oebtained obtaining a certificate 300
fromthe power siting board—An—economcally—sighifiecant i ssued 301

pursuant to the rul es adopted under section 4906.21 of the Revised 302

Code. Awind farmwi th respect to which such a certificate is 303
requi red shall be constructed, operated, and maintained in 304

conformty with that certificate and any terns, conditions, and 305

nodi fications it contains. A-ecertificateshall—beissuedonly 306
pursdant—to-this seetion— The certificate may be transferred, 307

subject to the approval of the board, to a person that agrees to 308

comply with those terns, conditions, and nodifications. 309

310
311
312
313

314
315
316
317
318
319
320
321

322
323
324
325
326
327
328
329
330




H. B. No. 632
As Introduced

S The board shall approve, or may nodify and approve, an

application for economecalby——significant wind farmcertification

if it finds that the construction, operation, and mai ntenance of

t he economcallysignificant wind farmw Il conply with the rules
adopt ed under division{Byof this section 4906.21 of the Revised

Code. The certificate shall be conditioned upon the economecally
stgai-Heanrt- wind farmconplying with rul es adopted under section
4561. 32 of the Revised Code.

Sec. 4906.21. The power siting board shall adopt rul es

governing the certificating of economcally significant wind farns

and Lake Erie wind farns under section 4906.20 of the Revised

Code. Initial rules for econonmcally significant wind farnms shal

be adopted within one hundred twenty days after June 24, 2008.
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Initial rules for Lake Erie wind farnms shall be adopted within one

hundred twenty days after the effective date of this section.

(A) The rules shall provide for an application process for

certificating the wind farns that is identical to the extent

practicable to the process applicable to certificating major
utility facilities under sections 4906. 06, 4906. 07, 4906. 08,
4906. 09, 4906.11., and 4906.12 of the Revised Code and shal

prescribe a reasonabl e schedule of application filing fees

structured in the manner of the schedule of filing fees required

for mpjor utility facilities.

(B) Wth respect to wind turbines and associated facilities

of an econonically significant wind farm the rul es shal

prescri be reasonable requl ations, including requl ations addressi ng

their location, erection, construction, reconstruction, change,

alteration, nmmi ntenance, renopval, use, or enl argenent and

including erosion control, aesthetics, recreational |and use,

wildlife protection, interconnection with power lines and with

regi onal transmnm ssion organi zations, independent transn ssion

system operators, or _sinilar organizations, ice throw_ sound and

noi se levels, blade shear, shadow flicker, decomm ssioni ng, and

necessary cooperation for site visits and enforcenent

i nvestigations. The rules also shall prescribe a nm nimum setback

for a wnd turbine. That m ninum shall be equal to a horizonta

di stance, fromthe turbine's base to the property line of the w nd

farmproperty, equal to one and one-tenth tines the total hei ght

of the turbine structure as neasured fromits base to the tip of

its highest blade and be at | east seven hundred fifty feet in

hori zontal distance fromthe tip of the turbine's nearest bl ade at

ni nety deqrees to the exterior of the nearest, habitable,

residential structure, if any, |ocated on adjacent property at the

time of the certification application. The setback requirenent
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shall apply in all cases except those in which all owners of

property adjacent to the wind farm property wai ve application of

the setback to that property pursuant to a procedure the board

shall establish by rule and except in which, in a particular case,

the board deternines that a setback greater than the mninumis

necessary.

(C) Wth respect to wind turbines and associated facilities

of a Lake Erie wind farm the rules shall prescribe reasonabl e

reqgul ations that establish all of the foll ow ng:

(1) Requirenents that are consistent with the | ease

provi sions established for wind energy devel opnent pursuant to
di vision (B) of section 1506.111 of the Revi sed Code:

(2) Requirenents regarding their location, erection

construction, reconstruction, change, alteration, nmintenance,

renpval ., use, and enl argenent;

(3) Requirenents regardi ng aesthetics, recreational use of

the lake, wildlife protection, interconnection with power |ines

and with reqgional transni ssion organi zations, independent

transni ssion system operators, or sinilar organi zations,

decommi ssi oni ng, and necessary cooperation for site visits and

enforcenent investigations.

Sec. 4906.98. (A) No person shall construct a major utility

facility e, economically significant wind farm_ or Lake Erie w nd

farmw thout first obtaining a certificate.

(B) No person shall construct, operate, or maintain a major
utility facility er_ economcally significant wind farm_or Lake

Erie wind farmother than in conpliance with the certificate the

person has obt ai ned.

(CO No person e+, econonically significant wind farm_or Lake
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Erie wind farmshall fail to conply with any order issued pursuant
to this chapter or with a suspension otherw se required under
di vision (B) of section 4906.97 of the Revised Code.

Sec. 5751.01. As used in this chapter:

(A) "Person" nmeans, but is not limted to, individuals,
combi nati ons of individuals of any form receivers, assignees,
trustees in bankruptcy, firns, conpanies, joint-stock conmpani es,
busi ness trusts, estates, partnerships, limted liability
partnerships, limted liability conpanies, associations, joint
ventures, clubs, societies, for-profit corporations, S
corporations, qualified subchapter S subsidiaries, qualified
subchapter S trusts, trusts, entities that are disregarded for
federal incone tax purposes, and any other entities. "Person" does
not include nonprofit organizations or the state, its agencies,

its instrunentalities, and its political subdivisions.

(B) "Consolidated el ected taxpayer" neans a group of two or
nore persons treated as a single taxpayer for purposes of this
chapter as the result of an election made under section 5751.011
of the Revised Code.

(C "Conbined taxpayer" means a group of two or nore persons
treated as a single taxpayer for purposes of this chapter under
section 5751.012 of the Revised Code.

(D) "Taxpayer" means any person, or any group of persons in
the case of a consolidated el ected taxpayer or conbined taxpayer
treated as one taxpayer, required to register or pay tax under

this chapter. "Taxpayer" includes a Lake Erie wi nd energy

devel oper. "Taxpayer" does not include excluded persons.
(E) "Excluded person" means any of the foll ow ng:

(1) Any person with not nore than one hundred fifty thousand

dol l ars of taxable gross receipts during the cal endar year.
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Division (E)(1) of this section does not apply to a person that is
a menber of a group that is a consolidated el ected taxpayer or a

combi ned t axpayer

(2) Apublic utility that paid the excise tax inposed by
section 5727.24 or 5727.30 of the Revised Code based on one or
nore nmeasurenent periods that include the entire tax period under
this chapter, except that a public utility that is a conbi ned

conmpany is a taxpayer with regard to the follow ng gross receipts:

(a) Taxable gross receipts directly attributed to a public
utility activity, but not directly attributed to an activity that
is subject to the excise tax inposed by section 5727.24 or 5727.30
of the Revised Code;

(b) Taxabl e gross receipts that cannot be directly attributed
to any activity, nultiplied by a fraction whose nunerator is the
taxabl e gross receipts described in division (E)(2)(a) of this
section and whose denominator is the total taxable gross receipts

that can be directly attributed to any activity;

(c) Except for any differences resulting fromthe use of an
accrual basis nethod of accounting for purposes of determning
gross receipts under this chapter and the use of the cash basis
nmet hod of accounting for purposes of determ ning gross receipts
under section 5727.24 of the Revised Code, the gross receipts
directly attributed to the activity of a natural gas conpany shal
be determ ned in a nanner consistent with division (D) of section
5727.03 of the Revised Code.

As used in division (E)(2) of this section, "conbined
conmpany” and "public utility" have the same neanings as in section
5727.01 of the Revised Code.

(3) Afinancial institution, as defined in section 5725.01 of
the Revised Code, that paid the corporation franchise tax charged
by division (D) of section 5733.06 of the Revised Code based on
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one or nore taxable years that include the entire tax period under

this chapter;

(4) A dealer in intangibles, as defined in section 5725.01 of
the Revised Code, that paid the dealer in intangibles tax |evied
by division (D) of section 5707.03 of the Revised Code based on
one or nore neasurenent periods that include the entire tax period

under this chapter;

(5) A financial holding conpany as defined in the "Bank
Hol di ng Conpany Act," 12 U.S.C. 1841(p);

(6) A bank hol di ng conpany as defined in the "Bank Hol di ng
Company Act," 12 U. S. C. 1841(a);

(7) A savings and | oan hol ding conpany as defined in the
"Home Owners Loan Act," 12 U. S. C. 1467a(a)(1l)(D) that is engagi ng
only in activities or investnents permssible for a financial
hol di ng conpany under 12 U.S.C. 1843(k);

(8) A person directly or indirectly owned by one or nore
financial institutions, financial hol ding conpanies, bank hol ding
compani es, or savings and | oan hol di ng conpani es described in
division (E)(3), (5), (6), or (7) of this section that is engaged
in activities perm ssible for a financial holding conpany under 12
U S.C. 1843(k), except that any such person held pursuant to
nmer chant banki ng authority under 12 U S. C. 1843(k)(4)(H or 12
U S.C 1843(Kk)(4)(l) is not an excluded person, or a person
directly or indirectly owed by one or nore insurance conpani es
described in division (E)(9) of this section that is authorized to

do the business of insurance in this state.

For the purposes of division (E)(8) of this section, a person

owns anot her person under the follow ng circumstances:

(a) In the case of corporations issuing capital stock, one
corporation owns another corporation if it owns fifty per cent or

nore of the other corporation's capital stock with current voting
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rights;

(b) In the case of alinited liability conpany, one person
owns the conmpany if that person's nmenbership interest, as defined
in section 1705.01 of the Revised Code, is fifty per cent or nore
of the conbined nenbership interests of all persons owning such

interests in the conpany;

(c) In the case of a partnership, trust, or other
uni ncor por at ed busi ness organi zation other than a linmted
liability conpany, one person owns the organization if, under the
articles of organization or other instrunent governing the affairs
of the organi zation, that person has a beneficial interest in the
organi zation's profits, surpluses, |osses, or distributions of
fifty per cent or nore of the conbined beneficial interests of all

persons having such an interest in the organization;

(d) In the case of nultiple ownership, the ownership
interests of nore than one person nay be aggregated to neet the
fifty per cent ownership tests in this division only when each
such owner is described in division (E)(3), (5), (6), or (7) of
this section and is engaged in activities pernissible for a
financi al hol ding conpany under 12 U . S.C. 1843(k) or is a person
directly or indirectly owned by one or nobre insurance conpanies
described in division (E)(9) of this section that is authorized to

do the business of insurance in this state.

(9) A donestic insurance conpany or foreign insurance
conmpany, as defined in section 5725.01 of the Revised Code, that
pai d the insurance conpany premniunms tax inmposed by section 5725.18
or Chapter 5729. of the Revised Code based on one or nore
nmeasur ement periods that include the entire tax period under this

chapt er;

(10) A person that solely facilitates or services one or nore

securitizations or simlar transactions for any person described
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in division (E)(3), (5, (6), (7), (8), or (9 of this section.
For purposes of this division, "securitization" means transferring
one or nore assets to one or nore persons and then issuing
securities backed by the right to receive paynent fromthe asset

or assets so transferred.

(11) Except as otherwi se provided in this division, a
pre-incone tax trust as defined in division (FF)(4) of section
5747.01 of the Revised Code and any pass-through entity of which
such pre-inconme tax trust owns or controls, directly, indirectly,
or constructively through related interests, nore than five per
cent of the ownership or equity interests. If the pre-inconme tax
trust has made a qualifying pre-incone tax trust el ection under
division (FF)(3) of section 5747.01 of the Revised Code, then the
trust and the pass-through entities of which it owns or controls,
directly, indirectly, or constructively through related interests,
nore than five per cent of the ownership or equity interests,
shal | not be excluded persons for purposes of the tax inposed
under section 5751.02 of the Revised Code.

(F) Except as otherwi se provided in divisions (F)(2), (3),
and (4) of this section, "gross receipts" neans the total anopunt
realized by a person, w thout deduction for the cost of goods sold
or other expenses incurred, that contributes to the production of
gross incone of the person, including the fair market value of any
property and any services received, and any debt transferred or

forgiven as consideration.
(1) The follow ng are exanpl es of gross receipts:

(a) Amounts realized fromthe sal e, exchange, or other

di sposition of the taxpayer's property to or with another;

(b) Amounts realized fromthe taxpayer's performance of

services for another;

(c) Amounts realized fromanother's use or possession of the

Page 19

548
549
550
551
552

553
554
555
556
557
558
559
560
561
562
563
564
565

566
567
568
569
570
571
572

573

574
575

576
577

578



H. B. No. 632
As Introduced

t axpayer's property or capital
(d) Any conbination of the foregoing anounts.
(2) "Gross receipts" excludes the foll owi ng anmounts:
(a) Interest inconme except interest on credit sales;

(b) Dividends and distributions from corporations, and
di stributive or proportionate shares of receipts and incone froma
pass-through entity as defined under section 5733.04 of the
Revi sed Code;

(c) Receipts fromthe sale, exchange, or other disposition of
an asset described in section 1221 or 1231 of the Internal Revenue
Code, without regard to the length of tinme the person held the
asset. Notwi t hstandi ng section 1221 of the Internal Revenue Code,
recei pts fromhedgi ng transactions also are excluded to the extent
the transactions are entered into prinmarily to protect a financial
position, such as managi ng the risk of exposure to (i) foreign
currency fluctuations that affect assets, liabilities, profits,
| osses, equity, or investnents in foreign operations; (ii)
interest rate fluctuations; or (iii) commodity price fluctuations.
As used in division (F)(2)(c) of this section, "hedging
transaction"” has the same neaning as used in section 1221 of the
Internal Revenue Code and al so includes transactions accorded
hedge accounting treatnment under statenent of financial accounting
st andards nunber 133 of the financial accounting standards board.
For the purposes of division (F)(2)(c) of this section, the actual
transfer of title of real or tangi bl e personal property to another

entity is not a hedging transaction.

(d) Proceeds received attributable to the repaynent,
maturity, or redenption of the principal of a |oan, bond, nutual

fund, certificate of deposit, or marketable instrunent;

(e) The principal anount received under a repurchase

agreenent or on account of any transaction properly characterized
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as a loan to the person;

(f) Contributions received by a trust, plan, or other
arrangenment, any of which is described in section 501(a) of the
Internal Revenue Code, or to which Title 26, Subtitle A, Chapter
1, Subchapter (D) of the Internal Revenue Code applies;

(g) Conpensation, whether current or deferred, and whether in
cash or in kind, received or to be received by an enpl oyee, formner
enpl oyee, or the enployee's |egal successor for services rendered
to or for an enployer, including reinbursenments received by or for
an individual for nedical or education expenses, health insurance
prem uns, or enployee expenses, or on account of a dependent care
spendi ng account, |egal services plan, any cafeteria plan
described in section 125 of the Internal Revenue Code, or any

sim |l ar enpl oyee rei nbursenent;

(h) Proceeds received fromthe issuance of the taxpayer's own
stock, options, warrants, puts, or calls, or fromthe sale of the

t axpayer's treasury stock

(i) Proceeds received on the account of paynents fromlife

i nsurance poli ci es;

(j) Gfts or charitable contributions received, nenbership
dues recei ved, and paynents received for educational courses,
neetings, neals, or sinmlar paynents to a trade, professional, or
other sinilar association; fundraising receipts received by any
person when any excess receipts are donated or used exclusively
for charitable purposes; and proceeds received by a nonprofit
organi zation including proceeds realized with regard to its

unr el at ed busi ness taxabl e i ncome;

(k) Dammges received as the result of litigation in excess of
anounts that, if received without litigation, would be gross

receipts;

(1) Property, noney, and other ampunts received or acquired
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by an agent on behalf of another in excess of the agent's

conm ssion, fee, or other remuneration

(m Tax refunds, other tax benefit recoveries, and
rei mbursenments for the tax inposed under this chapter made by
entities that are part of the same conbi ned taxpayer or
consol i dated el ected taxpayer group, and rei nbursenents rmade by
entities that are not nenbers of a conbi ned taxpayer or
consol i dated el ected taxpayer group that are required to be made
for econonic parity anong nultiple owners of an entity whose tax
obligation under this chapter is required to be reported and paid
entirely by one owner, pursuant to the requirenments of sections
5751. 011 and 5751.012 of the Revised Code;

(n) Pension reversions;
(o) Contributions to capital;

(p) Sales or use taxes collected as a vendor or an
out-of-state seller on behalf of the taxing jurisdiction froma
consunmer or other taxes the taxpayer is required by law to collect
directly froma purchaser and remt to a local, state, or federa

tax authority;

(g) I'n the case of receipts fromthe sale of cigarettes or
tobacco products by a whol esal e deal er, retail dealer
di stributor, nmanufacturer, or seller, all as defined in section
5743. 01 of the Revised Code, an anpbunt equal to the federal and
state excise taxes paid by any person on or for such cigarettes or
tobacco products under subtitle E of the Internal Revenue Code or
Chapter 5743. of the Revised Code;

(r) I'n the case of receipts fromthe sale of notor fuel by a
| i censed notor fuel dealer, licensed retail dealer, or |icensed
perm ssive notor fuel dealer, all as defined in section 5735.01 of
the Revised Code, an anmpbunt equal to federal and state excise

taxes paid by any person on such notor fuel under section 4081 of
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the Internal Revenue Code or Chapter 5735. of the Revised Code;

(s) In the case of receipts fromthe sale of beer or
intoxicating liquor, as defined in section 4301.01 of the Revised
Code, by a person holding a permt issued under Chapter 4301. or
4303. of the Revised Code, an ampunt equal to federal and state
exci se taxes paid by any person on or for such beer or
intoxicating |iquor under subtitle E of the Internal Revenue Code
or Chapter 4301. or 4305. of the Revised Code;

(t) Receipts realized by a new notor vehicle dealer or used
not or vehicle dealer, as defined in section 4517.01 of the Revised
Code, fromthe sale or other transfer of a nmotor vehicle, as
defined in that section, to another notor vehicle dealer for the
pur pose of resale by the transferee notor vehicle dealer, but only
if the sale or other transfer was based upon the transferee's need

to nmeet a specific custoner's preference for a notor vehicle;

(u) Receipts froma financial institution described in
division (E)(3) of this section for services provided to the
financial institution in connection with the issuance, processing,
servicing, and managenent of |oans or credit accounts, if such
financial institution and the recipient of such receipts have at
|l east fifty per cent of their ownership interests owned or
controlled, directly or constructively through related interests,

by comobn owners;

(v) Receipts realized fromadm nistering anti-neoplastic
drugs and ot her cancer chenotherapy, biologicals, therapeutic
agents, and supportive drugs in a physician's office to patients

wi th cancer;

(w) Funds received or used by a nortgage broker that is not a
dealer in intangibles, other than fees or other consideration,
pursuant to a tabl e-funding nortgage | oan or warehouse-| endi ng

nortgage | oan. Terms used in division (F)(2)(w) of this section

Page 23

672

673
674
675
676
677
678
679

680
681
682
683
684
685
686

687
688
689
690
691
692
693
694

695
696
697
698

699
700
701
702



H. B. No. 632
As Introduced

have the sanme neanings as in section 1322. 01 of the Revised Code,
except "nortgage broker" neans a person assisting a buyer in
obtaining a nortgage | oan for a fee or other consideration paid by
the buyer or a lender, or a person engaged in table-funding or

war ehouse-1 endi ng nortgage loans that are first lien nortgage

| oans.

(x) Property, noney, and other anounts received by a
prof essi onal enpl oyer organi zation, as defined in section 4125.01
of the Revised Code, froma client enployer, as defined in that
section, in excess of the adm nistrative fee charged by the

prof essi onal enpl oyer organi zation to the client enployer;

(y) I'n the case of anounts retained as conmi ssions by a
perm t hol der under Chapter 3769. of the Revised Code, an anount
equal to the anpunts specified under that chapter that mnust be
paid to or collected by the tax conmi ssioner as a tax and the

anounts specified under that chapter to be used as purse noney;
(z) Qualifying distribution center receipts.
(i) For purposes of division (F)(2)(z) of this section:

(1) "Qualifying distribution center receipts" neans receipts
of a supplier fromaqualified property that is delivered to a
qualified distribution center, nultiplied by a quantity that

equal s one mnus the Ohio delivery percentage.

(1) "Qualified property" nmeans tangi bl e personal property
delivered to a qualified distribution center that is shipped to
that qualified distribution center solely for further shipping by
the qualified distribution center to another location in this
state or el sewhere. "Further shipping" includes storing and
repackagi ng such property into smaller or larger bundles, so |ong
as such property is not subject to further manufacturing or

processi ng.

(1) "Qualified distribution center" neans a warehouse or

Page 24

703
704
705
706
707
708

709
710
711
712
713

714
715
716
717
718

719

720

721
722
723
724

725
726
727
728
729
730
731
732

733



H. B. No. 632
As Introduced

other simlar facility in this state that, for the qualifying
year, is operated by a person that is not part of a comnbi ned
taxpayer group and that has a qualifying certificate. However, al
war ehouses or other sinmilar facilities that are operated by
persons in the sane taxpayer group and that are |l ocated within one
nmle of each other shall be treated as one qualified distribution

center.

(I'V) "Qualifying year" neans the cal endar year to which the

qualifying certificate applies.

(V) "Qualifying period" nmeans the period of the first day of
July of the second year preceding the qualifying year through the
thirtieth day of June of the year preceding the qualifying year

(M) "Qualifying certificate" nmeans an annual application
approved by the tax comr ssioner froman operator of a
di stribution center that has filed an application as prescribed by
the commi ssioner and paid the annual fee for the qualifying
certificate on or before the first day of Septenber prior to the
qual i fying year or forty-five days after the opening of the
di stribution center, whichever is later. The application and
annual fee shall be filed and paid for each qualified distribution

center.

The applicant nmust substantiate to the conmi ssioner's
satisfaction that, for the qualifying period, all persons
operating the distribution center have nore than fifty per cent of
the cost of the qualified property shipped to a | ocation such that
it would be sitused outside this state under the provisions of
division (E) of section 5751.033 of the Revised Code. The
applicant nmust al so substantiate that the distribution center
curmul atively had costs fromits suppliers equal to or exceeding
five hundred nmillion dollars during the qualifying period. (For
pur poses of division (F)(2)(z)(i)(Vl) of this section, "supplier"

excl udes any person that is part of the consolidated el ected
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taxpayer group, if applicable, of the operator of the qualified

di stribution center.) The commi ssioner may require the applicant
to have an independent certified public accountant certify that
the calculation of the mninmmthresholds required for a qualified
di stribution center by the operator of a distribution center has
been made in accordance with generally accepted accounting
principles. The conm ssioner shall issue or deny the issuance of a
certificate within sixty days after the receipt of the
application. A denial is subject to appeal under section 5717.02
of the Revised Code. If the operator files a tinely appeal under
section 5717.02 of the Revised Code, the operator shall be granted
a qualifying certificate, provided that the operator is liable for
any tax, interest, or penalty upon amounts clainmed as qualifying
distribution center receipts, other than those recei pts exenpt
under division (C (1) of section 5751.011 of the Revised Code,

that woul d have ot herwi se not been owed by its suppliers if the

qualifying certificate was valid.

(M'1) "Onio delivery percentage" neans the proportion of the
total property delivered to a destination inside Chio fromthe
qualified distribution center during the qualifying period
conpared with total deliveries fromsuch distribution center

everywhere during the qualifying period.

(ii) If the distribution center is new and was not open for
the entire qualifying period, the operator of the distribution
center may request that the conmmi ssioner grant a qualifying
certificate. If the certificate is granted and it is later
determ ned that nore than fifty per cent of the qualified property
during that year was not shipped to a | ocation such that it would
be sitused outside of this state under the provisions of division
(E) of section 5751.033 of the Revised Code or if it is later
determ ned that the person that operates the distribution center

had average nonthly costs fromits suppliers of less than forty
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mllion dollars during that year, then the operator of the

di stribution center shall be liable for any tax, interest, or
penal ty upon amounts clained as qualifying distribution center
recei pts, other than those receipts exenpt under division (C) (1)
of section 5751.011 of the Revised Code, that woul d have not

ot herwi se been owed by its suppliers during the qualifying year if
the qualifying certificate was valid. (For purposes of division
(F)(2)(z)(ii) of this section, "supplier" excludes any person that
is part of the consolidated el ected taxpayer group, if applicable,

of the operator of the qualified distribution center.)

(iii) When filing an application for a qualifying certificate
under division (F)(2)(z)(i)(Vl) of this section, the operator of a
qualified distribution center also shall provide docunentation, as
the comm ssioner requires, for the conm ssioner to ascertain the
Chi o delivery percentage. The conm ssioner, upon issuing the
qualifying certificate, also shall certify the Chio delivery
percentage. The operator of the qualified distribution center may
appeal the comm ssioner's certification of the Chio delivery
percentage in the sane manner as an appeal is taken fromthe
denial of a qualifying certificate under division (F)(2)(z)(i)(Vl)

of this section.

Wthin thirty days after all appeals have been exhausted, the
operator of the qualified distribution center shall notify the
af fected suppliers of qualified property that such suppliers are
required to file, within sixty days after receiving notice from
the operator of the qualified distribution center, anmended reports
for the inpacted cal endar quarter or quarters or cal endar year
whi chever the case may be. Any additional tax liability or tax
over paynment shall be subject to interest but shall not be subject
to the inposition of any penalty so |long as the anended returns
are tinmely filed. The supplier of tangible personal property

delivered to the qualified distribution center shall include in
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its report of taxable gross receipts the receipts fromthe tota
sal es of property delivered to the qualified distribution center
for the calendar quarter or cal endar year, whichever the case nay
be, multiplied by the Chio delivery percentage for the qualifying
year. Nothing in division (F)(2)(z)(iii) of this section shall be
construed as inposing liability on the operator of a qualified
distribution center for the tax inposed by this chapter arising

fromany change to the Chio delivery percentage.

(iv) In the case where the distribution center is new and not
open for the entire qualifying period, the operator shall make a
good faith estimate of an Chio delivery percentage for use by
suppliers in their reports of taxable gross receipts for the
remai nder of the qualifying period. The operator of the facility
shal |l disclose to the suppliers that such Chio delivery percentage
is an estimate and is subject to recalculation. By the due date of
the next application for a qualifying certificate, the operator
shall determ ne the actual Ohio delivery percentage for the
estimated qualifying period and proceed as provided in division
(F(2)(z)(iii) of this section with respect to the cal culation and
recal cul ation of the Onhio delivery percentage. The supplier is
required to file, within sixty days after receiving notice from
the operator of the qualified distribution center, anended reports
for the inpacted cal endar quarter or quarters or cal endar year,
whi chever the case may be. Any additional tax liability or tax
over paynment shall be subject to interest but shall not be subject
to the inposition of any penalty so |long as the anended returns

are timely filed.

(v) Qualifying certificates and Chio delivery percentages
i ssued by the conm ssioner shall be open to public inspection and
shall be tinely published by the conmissioner. A supplier relying
in good faith on a certificate issued under this division shal

not be subject to tax on the qualifying distribution center
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recei pts under division (F)(2)(z) of this section. A person
receiving a qualifying certificate is responsible for paying the
tax, interest, and penalty upon anmounts claimed as qualifying

di stribution center receipts that would not otherw se have been
owed by the supplier if the qualifying certificate were avail able
when it is later determned that the qualifying certificate should
not have been issued because the statutory requirenents were in

fact not net.

(vi) The annual fee for a qualifying certificate shall be one
hundred thousand dollars for each qualified distribution center
If a qualifying certificate is not issued, the annual fee is
subject to refund after the exhaustion of all appeals provided for
in division (F)(2)(z)(i)(VI) of this section. The fee inposed
under this division may be assessed in the sanme nanner as the tax
i mposed under this chapter. The first one hundred thousand dollars
of the annual application fees collected each cal endar year shal
be credited to the conmercial activity tax adnministrative fund.
The remai nder of the annual application fees collected shall be
di stributed in the sanme manner required under section 5751.20 of
t he Revi sed Code.

(vii) The tax conm ssioner may require that adequate security
be posted by the operator of the distribution center on appeal
when t he conmi ssi oner disagrees that the applicant has nmet the
nm ni num thresholds for a qualified distribution center as set
forth in divisions (F)(2)(z)(i)(Vl) and (F)(2)(z)(ii) of this

section.

(aa) Any receipts for which the tax inposed by this chapter
is prohibited by the Constitution or laws of the United States or
the Constitution of Onhio.

(3) In the case of a taxpayer when acting as a real estate
broker, "gross receipts" includes only the portion of any fee for

the service of a real estate broker, or service of a real estate
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sal esperson associated with that broker, that is retained by the
broker and not paid to an associ ated real estate sal esperson or
anot her real estate broker. For the purposes of this division,
"real estate broker" and "real estate sal esperson” have the sane

meani ngs as in section 4735.01 of the Revised Code.

(4) A taxpayer's nethod of accounting for gross receipts for
a tax period shall be the sanme as the taxpayer's nethod of
accounting for federal incone tax purposes for the taxpayer's
federal taxable year that includes the tax period. If a taxpayer's
net hod of accounting for federal income tax purposes changes, its
nmet hod of accounting for gross receipts under this chapter shal

be changed accordingly.

In cal culating gross receipts, the follow ng shall be
deducted to the extent included as a gross receipt in the current
tax period or reported as taxable gross receipts in a prior tax

peri od:
(a) Cash discounts allowed and taken;
(b) Returns and al | owances;

(c) Bad debts. For the purposes of this division, "bad debts"
mean any debts that have beconme worthless or uncollectible between
the preceding and current quarterly tax paynent periods, have been
uncol l ected for at |east six nonths, and may be clainmed as a
deducti on under section 166 of the Internal Revenue Code and the
regul ati ons adopted pursuant thereto, or that could be clained as
such if the taxpayer kept its accounts on the accrual basis. "Bad
debts" does not include uncollectible ambunts on property that
remains in the possession of the taxpayer until the full purchase
price is paid, expenses in attenpting to collect any account
recei vable or for any portion of the debt recovered, and

r epossessed property;

(d) Any anount realized fromthe sale of an account
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receivable but only to the extent the receipts fromthe underlying
transaction giving rise to the account receivable were included in

the gross receipts of the taxpayer.

(G "Taxable gross receipts" neans gross receipts sitused to
this state under section 5751.033 of the Revised Code.

(H A person has "substantial nexus with this state" if any

of the follow ng applies. The person:
(1) Oms or uses a part or all of its capital in this state;

(2) Holds a certificate of conpliance with the laws of this

state authorizing the person to do business in this state;
(3) Has bright-line presence in this state;

(4) O herwise has nexus with this state to an extent that the
person can be required to remt the tax inposed under this chapter
under the Constitution of the United States.

(1) A person has "bright-line presence" in this state for a
reporting period and for the remaining portion of the cal endar

year if any of the follow ng applies. The person:

(1) Has at any tine during the cal endar year property in this
state with an aggregate value of at least fifty thousand doll ars.
For the purpose of division (I)(1) of this section, owned property
is valued at original cost and rented property is valued at eight

times the net annual rental charge.

(2) Has during the cal endar year payroll in this state of at
least fifty thousand dollars. Payroll in this state includes al

of the follow ng:

(a) Any anount subject to w thhol ding by the person under
section 5747.06 of the Revised Code;

(b) Any other anmpunt the person pays as conpensation to an
i ndi vi dual under the supervision or control of the person for work

done in this state; and
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(c) Any anount the person pays for services performed in this

state on its behal f by another.

(3) Has during the cal endar year taxable gross receipts of at

| east five hundred thousand doll ars.

(4) Has at any tinme during the cal endar year within this
state at |east twenty-five per cent of the person's tota

property, total payroll, or total gross receipts.

(5) Is donmiciled in this state as an individual or for

corporate, commercial, or other business purposes.

(J) "Tangi bl e personal property" has the sanme neaning as in
section 5739.01 of the Revised Code.

(K) "Internal Revenue Code" neans the Internal Revenue Code
of 1986, 100 Stat. 2085, 26 U S.C. 1, as anended. Any termused in
this chapter that is not otherw se defined has the same meani ng as
when used in a conparable context in the laws of the United States
relating to federal inconme taxes unless a different nmeaning is
clearly required. Any reference in this chapter to the Interna
Revenue Code includes other laws of the United States relating to

federal incone taxes.

(L) "Calendar quarter"” neans a three-nonth period ending on
the thirty-first day of March, the thirtieth day of June, the
thirtieth day of Septenber, or the thirty-first day of Decenber.

(M "Tax period" neans the cal endar quarter or cal endar year
on the basis of which a taxpayer is required to pay the tax

i nposed under this chapter.

(N) "Cal endar year taxpayer" neans a taxpayer for which the

tax period is a cal endar year.

(O "Calendar quarter taxpayer" means a taxpayer for which

the tax period is a cal endar quarter.

(P) "Agent" neans a person authorized by another person to
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act on its behalf to undertake a transaction for the other,

i ncludi ng any of the follow ng:
(1) A person receiving a fee to sell financial instrunents;

(2) A person retaining only a conmi ssion froma transaction
with the other proceeds fromthe transaction being remtted to

anot her person;

(3) A person issuing licenses and permts under section
1533. 13 of the Revi sed Code;

(4) Alottery sales agent holding a valid |icense issued
under section 3770.05 of the Revised Code;

(5) A person acting as an agent of the division of |iquor

control under section 4301.17 of the Revi sed Code.

(Q "Received" includes amounts accrued under the accrual

nmet hod of accounti ng.

(R "Lake Erie wind energy devel oper" neans an entity that

holds a | ease for the bed of Lake Erie for the purpose of w nd

ener gy devel opnent as provided for in section 1506.111 of the
Revi sed Code.

Sec. 5751.20. (A) As used in sections 5751.20 to 5751.22 of
the Revi sed Code:

(1) "School district,” "joint vocational school district,"

1 n

"l ocal taxing unit," "recognized valuation," "fixed-rate |levy,"
and "fixed-sum |l evy" have the sane neani ngs as used in section

5727.84 of the Revi sed Code.

(2) "State education aid" for a school district nmeans the sum

of state aid anobunts conputed for the district under division (A
of section 3317.022 of the Revised Code, including the anounts
cal cul ated under sections 3317.029 and 3317.0217 of the Revised
Code; divisions (O(1), (©Q(4), (D, (E), and (F) of section
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3317.022; divisions (B), (C, and (D) of section 3317.023;
divisions (L) and (N) of section 3317.024; section 3317.0216; and
any unit paynents for gifted student services paid under sections
3317.05, 3317.052, and 3317.053 of the Revised Code; except that,
for fiscal years 2008 and 2009, the anount conputed for the
district under Section 269.20.80 of H B. 119 of the 127th general
assenbly and as that section subsequently may be anmended shall be
substituted for the anmobunt conputed under division (D) of section
3317. 022 of the Revised Code, and the anmount conputed under
Section 269.30.80 of H B. 119 of the 127th general assenbly and as

that section subsequently nay be anended shall be included.

(3) "State education aid" for a joint vocational school
district nmeans the sumof the state aid conputed for the district
under division (N) of section 3317.024 and section 3317.16 of the
Revi sed Code, except that, for fiscal years 2008 and 2009, the
anount conputed under Section 269.30.80 of H B. 119 of the 127th
general assenbly and as that section subsequently may be anmended

shal | be i ncl uded.

(4) "State education aid offset” neans the anount deternined
for each school district or joint vocational school district under
division (A (1) of section 5751.21 of the Revised Code.

(5) "Machi nery and equi pnent property tax value | oss" neans

the anount determi ned under division (C (1) of this section

(6) "lInventory property tax val ue | oss" neans the anount

determ ned under division (C(2) of this section.

(7) "Furniture and fixtures property tax value |oss" neans

the amount determi ned under division (C)(3) of this section

(8) "Machinery and equi prent fixed-rate | evy | oss" neans the

anount determ ned under division (D)(1) of this section

(9) "lInventory fixed-rate | evy |oss" neans the anmpunt

det erm ned under division (D)(2) of this section.
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(10) "Furniture and fixtures fixed-rate |evy | oss" neans the

anount deternined under division (D)(3) of this section.

(11) "Total fixed-rate levy |oss" neans the sum of the
machi nery and equi pnent fixed-rate levy |oss, the inventory
fixed-rate levy loss, the furniture and fixtures fixed-rate |evy

| oss, and the tel ephone conpany fixed-rate |evy |oss.

(12) "Fixed-sum | evy | oss" nmeans the anount determ ned under

division (E) of this section.

(13) "Machinery and equi pnent" nmeans personal property
subject to the assessnment rate specified in division (F) of
section 5711.22 of the Revised Code.

(14) "Inventory" neans personal property subject to the
assessment rate specified in division (E) of section 5711.22 of
the Revi sed Code.

(15) "Furniture and fixtures" means personal property subject
to the assessnent rate specified in division (G of section
5711. 22 of the Revised Code.

(16) "Qualifying levies" are levies in effect for tax year
2004 or applicable to tax year 2005 or approved at an el ection
conducted before Septenber 1, 2005. For the purpose of determ ning
the rate of a qualifying |evy authorized by section 5705.212 or
5705. 213 of the Revised Code, the rate shall be the rate that

woul d be in effect for tax year 2010.

(17) "Tel ephone property" means tangi bl e personal property of
a tel ephone, tel egraph, or interexchange tel ecomunications
company subject to an assessnent rate specified in section
5727.111 of the Revised Code in tax year 2004.

(18) "Tel ephone property tax value | oss" neans the anount

determ ned under division (C)(4) of this section.

(19) "Tel ephone property fixed-rate | evy |oss" nmeans the
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anount deternined under division (D)(4) of this section.

(B)(1) The commercial activities tax receipts fund is hereby
created in the state treasury and shall consist of noney arising

fromthe tax inmposed under this chapter. A Except as provided in

division (B)(2) of this section, all noney in that fund shall be

credited for each fiscal year in the follow ng percentages to the
general revenue fund, to the school district tangible property tax
repl acenent fund, which is hereby created in the state treasury
for the purpose of making the paynents described in section
5751.21 of the Revised Code, and to the | ocal governnent tangible
property tax replacenment fund, which is hereby created in the
state treasury for the purpose of making the paynments described in

section 5751.22 of the Revised Code, in the follow ng percentages:

Fi scal vyear General Revenue School District Local Governnent
Fund Tangi bl e Tangi bl e
Property Tax Property Tax
Repl acement Fund Repl acenment Fund
2006 67. 7% 22. 6% 9. 7%
2007 0% 70. 0% 30. 0%
2008 0% 70. 0% 30. 0%
2009 0% 70. 0% 30. 0%
2010 0% 70. 0% 30. 0%
2011 0% 70. 0% 30. 0%
2012 5.3% 70. 0% 24. 7%
2013 10. 6% 70. 0% 19. 4%
2014 14. 1% 70. 0% 15. 9%
2015 17. 6% 70. 0% 12. 4%
2016 21. 1% 70. 0% 8. 9%
2017 24. 6% 70. 0% 5.4%
2018 28. 1% 70. 0% 1.9%

2019 and 30% 70% 0%
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t hereafter

(2) One hundred per cent of all commercial activity tax

receipts collected froma Lake Erie wi nd energy devel oper shall be

divided equally among and credited to the state special revenue

funds from which appropriations were made to the departnent of

natural resources in fiscal year 2008.

(C Not |ater than Septenber 15, 2005, the tax comm ssioner
shal |l determ ne for each school district, joint vocational schoo
district, and local taxing unit its machi nery and equi pnent,

i nventory property, furniture and fixtures property, and tel ephone
property tax val ue | osses, which are the applicable anmounts
described in divisions (Q (1), (2), (3), and (4) of this section,

except as provided in division (C)(5) of this section:

(1) Machinery and equi pnent property tax value loss is the
taxabl e val ue of machi nery and equi pment property as reported by

taxpayers for tax year 2004 nultiplied by:

(a) For tax year 2006, thirty-three and ei ght-tenths per

cent;
(b) For tax year 2007, sixty-one and three-tenths per cent;
(c) For tax year 2008, eighty-three per cent;
(d) For tax year 2009 and thereafter, one hundred per cent.

(2) Inventory property tax value loss is the taxable val ue of
i nventory property as reported by taxpayers for tax year 2004

nmul tiplied by:

(a) For tax year 2006, a fraction, the nunmerator of which is
five and three-fourths and the denominator of which is

twenty-t hree;

(b) For tax year 2007, a fraction, the nunerator of which is

nine and one-half and the denom nator of which is twenty-three;

(c) For tax year 2008, a fraction, the nunerator of which is
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thirteen and one-fourth and the denom nator of which is

twenty-three;

(d) For tax year 2009 and thereafter a fraction, the
nunerator of which is seventeen and the denom nator of which is

twenty-t hree.

(3) Furniture and fixtures property tax value loss is the
taxabl e value of furniture and fixture property as reported by

taxpayers for tax year 2004 nultiplied by:
(a) For tax year 2006, twenty-five per cent;
(b) For tax year 2007, fifty per cent;
(c) For tax year 2008, seventy-five per cent;
(d) For tax year 2009 and thereafter, one hundred per cent.

The taxabl e value of property reported by taxpayers used in
divisions (O(1), (2), and (3) of this section shall be such

val ues as deternmined to be final by the tax comi ssioner as of

August 31, 2005. Such determinations shall be final except for any

correction of a clerical error that was nade prior to August 31

2005, by the tax comm ssioner

(4) Tel ephone property tax value loss is the taxable val ue of

tel ephone property as taxpayers woul d have reported that property

for tax year 2004 if the assessnment rate for all tel ephone

property for that year were twenty-five per cent, multiplied by:
(a) For tax year 2006, zero per cent;
(b) For tax year 2007, zero per cent;
(c) For tax year 2008, zero per cent;
(d) For tax year 2009, sixty per cent;
(e) For tax year 2010, eighty per cent;

(f) For tax year 2011 and thereafter, one hundred per cent.

Page 38

1133
1134

1135
1136
1137

1138
1139
1140

1141
1142
1143
1144

1145
1146
1147
1148
1149
1150

1151
1152
1153
1154

1155
1156
1157
1158
1159

1160



H. B. No. 632
As Introduced

(5) Division (C(5) of this section applies to any school
di strict, joint vocational school district, or local taxing unit
in a county in which is located a facility currently or fornerly
devoted to the enrichnment or conmercialization of uranium or
urani um products, and for which the total taxable val ue of
property listed on the general tax |ist of personal property for
any tax year fromtax year 2001 to tax year 2004 was fifty per
cent or less of the taxable value of such property listed on the
general tax |ist of personal property for the next preceding tax

year.

In computing the fixed-rate | evy |osses under divisions
(D)(1), (2), and (3) of this section for any school district,
joint vocational school district, or local taxing unit to which
division (C(5) of this section applies, the taxable value of such
property as listed on the general tax |ist of personal property
for tax year 2000 shall be substituted for the taxable val ue of
such property as reported by taxpayers for tax year 2004, in the
taxing district containing the uraniumfacility, if the taxable
value listed for tax year 2000 is greater than the taxable val ue
reported by taxpayers for tax year 2004. For the purpose of making
the conputations under divisions (D)(1), (2), and (3) of this
section, the tax year 2000 valuation is to be allocated to
machi nery and equi pnent, inventory, and furniture and fixtures
property in the same proportions as the tax year 2004 val ues. For
t he purpose of the calculations in division (A) of section 5751.21
of the Revised Code, the tax year 2004 taxable val ues shall be

used.

To facilitate the cal culations required under division (C of
this section, the county auditor, upon request fromthe tax
comm ssi oner, shall provide by August 1, 2005, the val ues of
nmachi nery and equi pnent, inventory, and furniture and fixtures for

all single-county personal property taxpayers for tax year 2004.
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(D) Not l|ater than Septenber 15, 2005, the tax conmm ssioner
shall determ ne for each tax year from 2006 through 2009 for each
school district, joint vocational school district, and | ocal
taxing unit its machinery and equi pnent, inventory, and furniture
and fixtures fixed-rate |levy | osses, and for each tax year from
2006 through 2011 its tel ephone property fixed-rate |levy |oss,
whi ch are the applicable amounts described in divisions (D)(1),
(2), (3), and (4) of this section:

(1) The machinery and equi pnent fixed-rate levy loss is the
nmachi nery and equi pnent property tax value loss multiplied by the

sum of the tax rates of fixed-rate qualifying |evies.

(2) The inventory fixed-rate loss is the inventory property
tax value loss nultiplied by the sumof the tax rates of

fixed-rate qualifying |evies.

(3) The furniture and fixtures fixed-rate levy loss is the
furniture and fixture property tax value loss multiplied by the

sum of the tax rates of fixed-rate qualifying |evies.

(4) The tel ephone property fixed-rate levy loss is the
t el ephone property tax value loss nultiplied by the sum of the tax

rates of fixed-rate qualifying |evies.

(E) Not |ater than Septenber 15, 2005, the tax comm ssioner
shal |l determ ne for each school district, joint vocational schoo
district, and local taxing unit its fixed-sumlevy |loss. The
fixed-sumlevy loss is the anount obtained by subtracting the
amount described in division (E)(2) of this section fromthe

amount described in division (E)(1) of this section:

(1) The sum of the machinery and equi pnent property tax val ue
| oss, the inventory property tax value loss, and the furniture and
fixtures property tax value |loss, and, for 2008 through 2017 the
t el ephone property tax value |loss of the district or unit

nultiplied by the sumof the fixed-sumtax rates of qualifying
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| evies. For 2006 through 2010, this conputation shall include al
qualifying levies remaining in effect for the current tax year and
any school district |evies inposed under section 5705.194 or

5705. 213 of the Revised Code that are qualifying |evies not
remaining in effect for the current year. For 2011 through 2017 in
the case of school district |evies inposed under section 5705.194
or 5705.213 of the Revised Code and for all years after 2010 in
the case of other fixed-sumlevies, this conputation shall include
only qualifying levies remaining in effect for the current year
For purposes of this conputation, a qualifying school district

| evy inposed under section 5705.194 or 5705.213 of the Revised
Code remains in effect in a year after 2010 only if, for that

year, the board of education |levies a school district |evy inposed
under section 5705.194 or 5705.213 of the Revised Code for an
annual sum at | east equal to the annual sumlevied by the board in
tax year 2004 |ess the anount of the paynment certified under this
di vi sion for 2006.

(2) The total taxable value in tax year 2004 |ess the sum of
the machi nery and equi pnent, inventory, furniture and fixtures,
and tel ephone property tax value | osses in each school district,
joint vocational school district, and local taxing unit nultiplied

by one-half of one nill per dollar.

(3) For the calculations in divisions (E)(1) and (2) of this
section, the tax value | osses are those that woul d be cal cul at ed
for tax year 2009 under divisions (O (1), (2), and (3) of this
section and for tax year 2011 under division (C)(4) of this

secti on.

(4) To facilitate the calculation under divisions (D) and (E)
of this section, not |ater than Septenber 1, 2005, any school
district, joint vocational school district, or local taxing unit
that has a qualifying |l evy that was approved at an el ection

conduct ed during 2005 before Septenber 1, 2005, shall certify to
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the tax commi ssioner a copy of the county auditor's certificate of
estimated property tax mllage for such | evy as required under
di vision (B) of section 5705.03 of the Revised Code, which is the

rate that shall be used in the cal cul ati ons under such di vi si ons.

If the amount determ ned under division (E) of this section
for any school district, joint vocational school district, or
| ocal taxing unit is greater than zero, that anobunt shall equa
the rei nbursenent to be paid pursuant to division (E) of section
5751.21 or division (A)(3) of section 5751.22 of the Revised Code,
and the one-half of one mll that is subtracted under division

(E)(2) of this section shall be apportioned anong all contributing

fixed-sumlevies in the proportion that each | evy bears to the sum

of all fixed-sumlevies within each school district, joint

vocational school district, or local taxing unit.

(F) Not later than Cctober 1, 2005, the tax comn ssioner
shall certify to the departnment of education for every schoo
district and joint vocational school district the machinery and
equi prent, inventory, furniture and fixtures, and tel ephone
property tax val ue | osses determ ned under division (C) of this
section, the machinery and equi pnent, inventory, furniture and
fixtures, and tel ephone fixed-rate | evy | osses deterni ned under
division (D) of this section, and the fixed-sum|evy | osses
cal cul ated under division (E) of this section. The cal cul ati ons
under divisions (D) and (E) of this section shall separately

display the levy loss for each levy eligible for reinbursement.

(G Not later than Cctober 1, 2005, the tax conmmi ssioner
shall certify the anount of the fixed-sumlevy |osses to the
county auditor of each county in which a school district, joint
vocational school district, or local taxing unit with a fixed-sum

| evy | oss reinmbursenent has territory.

Section 2. That existing sections 303.213, 519.213, 713.081,
1506. 11, 4906. 13, 4906. 20, 4906.98, 5751.01, and 5751.20 of the
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Revi sed Code are hereby repeal ed. 1288



